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L. Payment Adjustment Programfor 1997-98 Payment Adjustment Year 

With respect to the 1997-98payment adjustment year, theprogram shall proceed in 
conformance with the provisionsof other applicable Sections ofthis Attachment, except as 
set forth below. 

1. 	 Special Supplemental Payment Adjustments - September 30, 
1997. 

a.Eacheligiblehospitalthatmeets the requirements of this subsection and that 
remains in operation as of September 30, 1997, also shall be eligible to 
receive a special supplemental payment adjustment, which shall be payable 
as a result of the facility beinga disproportionate share hospital in operation 
as of that date. For purposes of federal medicaid rules, including Section 
447.297(d) of Title 42 of the Code of Federal Regulations, the special 
supplemental payment adjustments shall be applicable to the federal fiscal 
year that ends on September 30, 1997. 

b. 	 The availability of special supplemental payment adjustments under this 
subsection shall be determined as follows: 

(1) 	 The final maximum state disproportionate share hospital allotment for 
California under the provisionsof applicable federal medicaid rules shall be 
identified for the 1997 federal fiscal year. 

) The total peramount of all diem payment adjustment amounts and 
supplemental paymentadjustments under this Attachment (exclusive of any 
payments under this subsection) applicable to the 1997 federal fiscal year, 
whether paid or payable, shall bedetermined. The applicability of per diem 
payment adjustment amounts and supplemental payment adjustments of all 
types to the 1997 federal fiscal year shall be determined in accordance with 
federal medicaid rules, including Sections 447.297(d)(3) and 447.298of Title 
42 of the Code of Federal Regulations. 
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(3) 	 The figure determined under subparagraph (2) shall be subtracted from the 
figure identified under subparagraph(1). If the remainder is a positive figure. 
special supplemental payment adjustments shall be made under this 
subsection in accordance with paragraphs c. through f. The positive 
remainder shall be the maximum amount of special supplemental payment 
adjustments under this subsection. 

C. 	 For purposes of these special supplemental payment adjustments, only 
hospitals that can be categorized into either of the two groups specified in 
subparagraphs(1) and (2) below shall be eligible to receive the supplemental 
payment adjustments, and nohospital may qualify for more than one ofthe 
two groups. The following groups of hospitals shall be recognized: 

(1) 	 "Public hospitals," which shall include alleligible hospitals that meet the 
definition of a public hospital based on the hospital's circumstances as of 
July 1, 1997. 

(2) 	 Nonpublic hospitals,"whichshall include all eligible hospitals that meet the 
definition of a nonpublic hospital basedon the hospital's circumstances asof 
July 1, 1997. 

d. 	 The amount determinedtobe the maximum amount of special supplemental 
payment adjustments under subparagraph (3) of paragraph b. shall first be 
allocated between the two groups of hospitals referred to in paragraph c. as 
follows: 

(1) "Public hospitals": 74.885 percent of the maximum amount. 

(2) Nonpublic hospitals": 25.1 15 percent of the maximum amount. 

e. 	 The amount of funds allocated pursuant to paragraph d. to each of the 
particular groups of hospitals referred toin paragraphs c. and d. shall then be 
distributed as special supplemental payment adjustments among theeligible 
hospitals within each of the two particular groups as follows: 
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Thedepartmentshallcompute the projected total paymentadjustment 
amounts for all eligible hospitals forthe 1997-98 payment adjustment yea,  

payments under thisexclusive of any supplemental subsection or 
subsection 3. or subsection4., by determining for each eligible hospital itsI
total per diem composite amount and multiplying that. figure by 80 percent . . 
of the hospitals annualized Medi-Cal inpatient paid days. For purposes of 
this clause, the determinations shallbe without regard to the OBRA 1993 
payment limitations. 

The amount computed under subparagraph (1) foreach hospital describedin 
paragraph c. shall be comparedtothe amount that is the product of 
multiplying 0.95 times the OBRA 1993 payment limitationthat, in 
accordance with Section J. (including the modifications arising from the 
implementation of Section 4721(e) of the federal Balanced Budget Act of 
1997),the department has computed for the particular hospital for the 1997­
98 payment adjustment year. 

Wheretheamount computed under subparagraph(1)for the particular 
hospital is equal to or exceeds theproduct computed for the hospitalunder 
subparagraph (2)’ the hospitalshallnot receive aspecialsupplemental 
paymentadjustment. Data regarding hospitals that have reached this 
limitation shall notbe used for purposesof subparagraphs ( 5 )  through (8). 

Wheretheamountcomputed under subparagraph (1)fortheparticular 
hospital is lessthanthe product computed forthehospital under 
subparagraph (2), the amount computed under Subparagraph (1) for the 
hospital shallbe used for purposesof subparagraphs (5) through (8). 

The figures determined under subparagraph (4) for each hospital in the 
particular group shallbe added together todetermine an aggregate total for 
each group. 

~~ ~~~ ~ 
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(6) 	 The figuresdeterminedforeach hospital under subparagraph (4)shall be 
divided by the aggregate total determined under subparagraph (5) for the 
particular group, yielding a percentagefigure for each hospital. 

(7)Thepercentagefiguredeterminedforeach hospital under subparagraph (6)  
shall be applied. to the maximum portion. of the funds allocated to the. 
particular group under paragraphd., to determine the hospital's pro rata share 
of the special supplemental paymentadjustments. Except, however, in the 
case of a nonpublic hospital that,as of July 1, 1997, met the definitionof a 
children'shospital,the pro ratashare otherwise determined shall be 
multiplied by a factor of 1.09. The pro rata share for the other nonpublic 
hospitals shallbe reduced accordingly, so that the maximum portion of the 
funds allocated to the nonpublic hospitalsgroup will not be exceeded. 

In noevent shall a hospital receive special supplemental paymentadjustment 
amounts in excessof the difference between the product computed for the 
hospital under subparagraph(1). Any special supplemental payment 
adjustmentamountorportion thereof, that otherwise would have been 
payable under this paragraph toa hospital, but that is barred by this 
limitation,shall be distributedona descending pro rata basis tothose 
hospitals within the samegroup. 

f. 	 The department shall make interim and final payments of the special supplemental 
payment adjustments to hospitals onor before February 28, 1998. 

2. Non-Supplemental Paymentadjustments -October 1, 1997, through June 30, 1998. 

Payment adjustments with respect to theperiod October 1, 1997, through June 30, 1998 
(exclusive of the supplementallump-sum payment adjustmentsprovided for under 
subsection 3. and the additional supplementallump-sum payment adjustments provided 
for under subsection 4.)shall be structured as set forthbelow. 
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a. 	 Theinitial maximum size of the payment adjustment program for the entire 
1997-98 payment adjustment year shall be set at one billion seven hundred 
fifty million dollars ($1,750,000,000), exclusive of any supplemental 
payments under subsections 1., 3., or4. 1 

. . :. b. 	 :The department shall utilize the computations madepursuant to subparagraph . .. . 

(1) of paragraph e. ofsubsection 1. of the projected total paymentadjustment 
amounts forall eligible hospitals for the entire 1997-98 payment adjustment 
year, exclusiveof any supplementalpayments under subsections 1., 3., or 4. I 

c. 	 The computed amount referred to in paragraph b.for each hospital shall be 
compared to the OBRA 1993 payment limitation that, in accordance with 
Section J. (including the modifications arising from the implementation of 
Section 4721(e) of the federal Balanced BudgetAct of 1997), the department 
has computed for the particular hospital. 

d. 	 Where the computedamount referred to in paragraphb. for the particular 
hospital exceeds the OBRA 1993 payment limitation for the hospital , the 
amount computed under paragraph b. shallbe reduced to anamount equal to 
the OBRA 1993 paymentlimitation for the particular hospital. The amount 
so reduced shall be used forpurposes of paragraph f. 

e.Where the computedamount referred toin paragraphb. for the particular 
hospital is equal to or less than the OBRA 1993 payment limitation for the 
hospital, the computed amountreferred to in paragraph b. shall be used for 
purposes of paragraph f. 

f. 	 The amounts determinedunderparagraphs d. and e. for all eligible hospitals 
shall be added together, yieldingan aggregate sum. The aggregate sum shall 
be the unadjusted projected totalpayment adjustment program for the entire 
1997-98 payment adjustment year,exclusive of%y supplemental payments 
under subsections 1., 3., or 4. I 
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The department shall increase or decrease the amount determined for eact 
eligible hospital under paragraph d. or e., as applicable, by multiplying the 
amount by an identical percentage, yielding the hospital's tentative adjusted 
projected total payment adjustment amount for theentire 1997-98 paymen1 
adjustment year. The identical percentage figure tobe used for this purpose 
shall be that percentage that is derived by dividing the amount set forth in 
paragraph a. by the aggregate sum determined under paragraph f. Except, 
however, the amount determined fora hospital under paragraphsd. or e. shall 
notbeincreased such that it would exceed the OBRA 1993 payment 
limitation for the hospital. 

h. The tentative adjusted projected total payment adjustment­amount computed 
for each eligible hospital under paragraph g. shall be further adjusted as 
follows: 

(1) Nonpublic/ConvertedHospitals. 

(a) For each eligible hospitalthat meets the definition of a 
nonpublic/converted hospital, based on its circumstances as of July 
1, 1997, the hospital's tentative adjusted projected total payment 
adjustment amount shall be multiplied by a nonpublic/converted 
hospital adjustment factor." The applicable adjustment factor shall 
be thatwhich is necessarytoresultin an amount, for each such 
hospital, equal to the amount used for the particular hospital under 
paragraph f. The amount so adjusted shall be used for purposes of 
clause (c). 

The total amountof all per diem paymentadjustment amounts under 
this Attachment, whether paid or payable, applicable to  the period 
July 1, 1997 through September 30, 1997, shall be determined for 
each hospital referred to in clause (a). The applicability of the per 
diem payment adjustment amounts to the period July1,1997 through 
September 30, 1997, shall be determined in accordance with federal 
medicaid rules, including Sections 447.297(d)(3)and 447.298 of Title 
42 of the Code of Federal Regulations. 
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(c) The amount determined for each hospital under clause (a) shall be 
reduced by the amountdetermined under clause (b) for the hospital, 
The resulting figure shall be the final adjusted projected total 
payment adjustmentamount for the hospital for the period October1, 
1997 through June 30, 1998, which shall be paid to the hospital in 
accordance with paragraph i. 

(2) Nonpublic Hospitals. 

(a) 	 For each eligible hospital that meetsthe definition of a nonpublic 
hospital, based on its circumstances as ofJuly 1, 1997, the hospital's 
tentative adjusted projected totalpayment adjustment amount shall be 
multiplied by a "nonpublic hospital adjustment factor." The 
applicable adjustment factor shall be derived as follows: 

(i) 	 The tentative adjusted projected total payment adjustment 
amounts determined under paragraph g. for each nonpublic 
hospital described above shall be added together. 

1 

(ii) 	 The amount identifiedin paragraph a. shallbe divided by 
2.38. The resulting figure shall then be reduced by the sum i!of the amounts determined for allnonpublic/converted 
hospitals under clauses (b) and(c) of subparagraph (1). i

i
i(iii) 	The amount computed under subclause (ii) shall be dividedby 2, and 

theresultthereof further reduced by the amount of thirty-seven 
million five hundred thousand dollars ($37,500,000). i

i 
j 

(iv) 	 The applicable adjustment factor shall be that ratio that results 
from dividing the amount derived i n  subclause (iii) by the 
amount derived in subclause (i). I 
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(b) 	 The total amount of all per diem payment adjustment amounts under 
this Attachment, whether paid or payable, applicable to the period 
July 1, 1997 through September 30,1997, shall be determined for 
each hospital referred to in clause (a). The applicability of the per 
diem payment adjustmentamounts to the period July 1, 1997 through 
September 30, 1997, shall be determined in accordance with federal 
medicaid rules, includingSections 447.297(d)(3) and 447.298of Title 
42 of the Code ofFederal Regulations. 

(c) 	 The amount determined foreach hospital under clause (a) shall be 
reduced by the amount determined under clause (b) for the hospital. 
The resulting figure shall be the final adjusted projected total 
payment adjustment amount forthe hospital forthe period October 1, 
1997 through June 30, 1998, which shall be paid to the hospital in 
accordance with paragraph i. 

(3) Public Hospitals. 

(a) 	 For eacheligiblehospital that meets the definition of a public 
hospital, based on its circumstancesas ofJuly 1, 1997, the hospital's 
tentative adjusted projected totalpayment adjustment amount shall be 
multiplied by a "public hospital adjustment factor." The applicable 
adjustment factor shall be derivedas follows: 

(i)  	 The tentative adjusted projectedtotal payment adjustment 
amounts determinedunderparagraph g. for each public 
hospital described above shall be added together. 

(ii) 	 The amount identified in paragraph a. shall be reduced by the 
sum of the amounts determined for all nonpublic/converted 
hospitals under clauses(b) and (c) of subparagraph (1) and the 
sum of the amounts determined for all nonpublic hospitals 
under clauses (b) and (c )of subparagraph (2). 
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(iii) The applicable adjustment factor shall be that ratio that results 
from dividing the amount derived in subclause (ii) by the 
amount derived in subclause (i). 

(b) The total amount of all per diem payment adjustment amounts under 
this Attachment, whether paid or payable, applicable to the period 
July 1,'1997 through September30,.1997,'shall bedetermined for 
each hospital referred to in clause (a). The applicability of the per 
diem payment adjustment amounts to the periodJuly 1,1997through 
September 30, 1997, shall be determined in accordance with federal 
medicaid rules, including Sections447.297(d)(3)and 447.298 of Title 
42 of the Codeof Federal Regulations. 

(c)Theamountdeterminedfor each hospital under clause (a) shall be 
reduced by the amount determinedunder clause (b)for the hospital. 
The resulting figure shall be the final adjusted projected total 
payment adjustment amount for the hospital forthe period October 1, 
1997, through June 30, 1998, which shall be paid to the hospital in 
accordance withparagraph i. 

1. 	 Thefinal adjusted projectedtotal payment adjustment amount determined for 
each eligible hospital for the period October 1, 1997,through June 30, 1993, 
shall be distributed in 16 or fewer equal installments to be paid nolater than 
the 10th and 25th day' of each month during the period October 1, 1997, 
through May 25,1998. 

j . Notwithstanding anyother provision of law, for the entire 1997-98 payment 
adjustment year, no eligible hospital shall receive total paymentadjustments, 
including per diem payment adjustments relating to theperiod July 1, 1997, 
throughSeptember 30, 1997, payments under thissubsection,andany 
supplemental payments under subsections l., 3., or 4., in excess of the 
hospital's OBRA 1993 payment limitation as computed by the department 
pursuanttoSection J. (includingthemodifications arising from the 
implementation of Section 4721(e) of the federal Balanced Budget Act of 
1997). No hospitalshallreceive any special supplemental payment 
adjustments, supplemental lump-sum payment adjustments, or additional 
supplemental lump-sum payment adjustments to the extent the payments 
would be inconsistent with subsections 1., 3., or 4., respectively. 
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k. 	 The aggregatesum of the final adjusted projected total payment adjustment 
amounts computed under paragraph h. each eligible hospital for the period 
October 1, 1997, through June 30, 1998, plus the aggregate sum of the 
amounts determined for each eligible hospital under clause (b) of 
subparagraph (1) of paragraph h.,clause (b) of subparagraph (2) of paragraph 
h., and clause(b) of subparagraph (3) of paragraph h., shall be the maximum 
size of the payment 'adjustment program 'for the entire 1997-98 payment . . /  

adjustment year,exclusive of the special supplemental payment adjustments 
provided for under subsection l., the supplemental lump-sumpayment 
adjustments provided for under subsection 3., and the additional 

payment adjustments provided forsupplemental lump-sum under 
subsection 4. 

3 .  Supplemental Lump-Sum Payment Adjustments - June 30, 1998 

a. 	 Eacheligiblehospitalthatmeetstherequirements of this subsection andthat 
remains in operation as ofJune 30, 1998, also shall be eligible to receive a 
supplemental lump-sum payment adjustment, which shall be payable as a 
result of the facility beinga disproportionate share hospital in operationas of 
that date, but only if the hospital has remained in operation for the period 
October 1, 1997, to June 30, 1998, inclusive. I 

b. 	 Theamountof supplemental lump-sumpayment adjustments available to 
hospitals under this subsection shall be four hundred five million dollars 
($405,000,000). 

c. 	 For purposes of these supplemental lump-sumpayment adjustments, only 
hospitals that can be categorized into either of the two groups specified in 
subparagraphs (1) and (2) below shall be eligible to receive the supplemental 
payment adjustments, and no hospital may qualify for more than one of the 
two groups. The following groups of hospitals shall be recognized: 


